UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REGNO: 2009/013144/07) 


ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 



UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REGNO: 2009/013144/07) 

ANNUAL FINANCIAL STATEMENTS 

for the year ended 30 June 2010 





GENERAL INFORMATION 



Country of incorporation and domicile: 

South Africa 


Nature of business and principal activities: 

Stimulate economic growth 


Director: 

Z A Wiliams 


Registered office: 

c/o Cole and Graham Street 
Barkly East 

9786 


Holding Entity: 

Joe Gqabi District Municipality 


Bankers: 

Not applicable 


Auditors: 

Office of Auditor General (Eastern Cape) 

Company registration number: 

2009/013144/07 


INDEX 


Page 

Director's responsibilities and approval 

Independent auditors' report 


1 

Directors' report 


4-5 

Statement of financial position 


6 

Statement of financial performance 


7 

Statement of changes in net assets 


8 

Cash flow statement 


9 

Notes to the annual financial statements 


10-24 






UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REG NO: 2009/013144/07) 

DIRECTOR'S RESPONSIBILITIES AND APPROVAL 


The director is required by the Companies Act of South Africa, 1973, to maintain adequate accounting 
records and are responsible for the content and integrity of the annual financial statements and related 
financial information included in this report. It is his responsibility to ensure that the annual financial 
statements fairly present the state of affairs of the Agency as at the end of the financial year and the results 
of its operations and cash flows for the period then ended, in conformity with Generally Recognised 
Accounting Practice (GRAP). The external auditors are engaged to express an independent opinion on the 
annual financial statements. 

The annual financial statements are prepared in accordance with Generally Recognised Accounting 
Practice (GRAP) and are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgments and estimates. 

The director acknowledges that he is ultimately responsible for the system of internal financial control 
established by the Agency and place considerable importance on maintaining a strong control environment. 
To enable the director to meet these responsibilities, the board sets standards for internal control aimed at 
reducing the risk of error or loss in a cost effective manner. The standards include the proper delegation of 
responsibilities within a clearly defined framework, effective accounting procedures and adequate 
segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout the 
Agency and all employees are required to maintain the highest ethical standards in ensuring the Agency’s 
business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of 
risk management in the Agency is on identifying, assessing, managing and monitoring all known forms of 
risk across the Agency. 

While operating risk cannot be fully eliminated, the Agency endeavours to minimise it by ensuring that 
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The director is of the opinion, based on the information and explanations given by management, that the 
system of internal control provides reasonable assurance that the financial records may be relied on for the 
preparation of the annual financial statements. However, any system of internal financial control can 
provide only reasonable, and not absolute, assurance against material misstatement or loss. 


The director has reviewed the Agency’s cash flow forecast for the year to 30 June 201 1 and, in the light of 
this review and the current financial position, they are satisfied that the Agency has or has access to 
adequate resources to continue in operational existence for the foreseeable future. 

The external auditors are responsible for independently reviewing and reporting on the Agency's annual 
financial statements. The annual financial statements have been examined by the Agency's external 
auditors and their report is presented on page 4 and 5. 


The annual financial statements set out on pages 6 to 24, which have been prepared on the going concern 
basis, were approved by the board and were signed on its behalf by: 



Z A Williams 


30/09/2010 

Date 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REG NO: 2009/013144/07) 

DIRECTOR’S REPORT 

for the year ended 30 June 2010 


The director submits his report for the year ended 30 June 2010. 

1 Constitution 

Ukhahlamba Development Agency (Proprietary) Limited is a Municipal entity constituted by Joe 
Gqabi District Municipality on 8 July 2009. 

2 Main business and operations 

The main objectives of the Agency are to stimulate economic growth in the Joe Gqabi district 
through promotion of entrepreneurial activity, leveraging of business development support and 
facilitation of investment into strategic economic sectors and spatial nodes. 

3 Going concern 

The annual financial statements have been prepared on the basis of accounting policies 
applicable to a going concern. This basis presumes that funds will be available to finance 
future operations and that the realisation of assets and settlement of liabilities, contingent 
obligations and commitments will occur in the ordinary course of business. 

4 Post balance sheet events 

The director is not aware of any matter or circumstance arising since the end of the financial 
year. 

5 Authorised and issued share capital 

In the current year 100 ordinary shares were issued to Joe Gqabi District Municipality. 

6 Dividends 

No dividends were declared or paid to shareholders during the year. 

7 Directors 

The director of the company during the year and to the date of this report is as follows: 

Name Nationality 

Z A Williams RSA 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REG NO: 2009/013144/07) 

DIRECTOR’S REPORT 

for the year ended 30 June 2010 


8 Holding company 

The company's holding enitity is Joe Gqabi District Municipality, that owns 100% of the issued 
shares. 

9 Auditors 

Office of the Auditor General (Eastern Cape) will continue in office in accordance with section 
270(2) of the Companies Act. 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REGNO: 2009/013144/07) 


STATEMENT OF FINANCIAL POSITION 
as at 30 June 2010 



NOTES 

2010 

R 

ASSETS 

Non-current assets 


6 037 

Property, plant and equipment 

4 

6 037 

Total assets 


6 037 

EQUITY AND LIABILITIES 

Equity 


6 037 

Contributions from owners 

5 

1 214 571 

Accumulated surplus/(loss) 


(1 208 534) 

Total equity and liabilities 


6 037 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REGNO: 2009/013144/07) 

STATEMENT OF FINANCIAL PERFORMANCE 
for the year ended 30 June 2010 



NOTES 

2010 

R 

EXPENDITURE 



Depreciation 

4 

102 

General expenses 

7 

1 208 433 

Total expenditure 


1 208 535 

Suplus/(deficit) before taxation 


(1 208 535) 

Taxation 


- 

Suplus/(deficit) for the year 


(1 208 535) 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REG NO: 2009/013144/07) 


STATEMENT OF CHANGES IN NET ASSETS 
for the year ended 30 June 2010 



Contributions 
from owners 

R 

Accumulated 

surplus/(deficit) 

R 

Total 

R 

Balance at 8 July 2009 




Contribution form owners 

1 214 571 

- 

1 214 571 

Surplus/(deficit) for the year 

- 

(1 208 535) 

(1 208 535) 

Rounding 

- 

1 

1 

Balance at 30 June 2010 

1 214 571 

(1 208 534) 

6 037 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REGNO: 2009/013144/07) 

STATEMENT OF CASH FLOW 

for the year ended 30 June 2010 


NOTES 

2010 

R 

Cash flow from operating activities 

Cash receipts from customers 

- 

Cash paid to suppliers and employees 

1 208 433 

Cash generated from (used in) operations 8 

(1 208 433) 

Net cash from operating activities 

(1 208 433) 

Cash flow from investing activities 

Purchase of property, plant and equipment 

(6 138) 

Net cash from investing activities 

(6 138) 

Cash flows from financing activities 

Contributions from owners 

1 214 571 

Net cash from financing activities 

1 214 571 

Total cash movement for the year 

_ 

Cash at the beginning of the year 

- 

Total cash at end of the year 

- 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 
1.1. BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and 
are in accordance with historical cost convention unless specified otherwise. 

The annual financial statements have been prepared in accordance with the effective 
standards of Generally Recognised Accounting Practices (GRAP), including any 
interpretations and directives issued by the Accounting Standards Board (ASB) in 
accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 
2003). 

The standards are summarised as follows: 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 4 

The Effects of changes in Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments in Associate 

GRAP 8 

Interests in Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Hyperinflationary Economics 

GRAP 11 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events after the reporting date 

GRAP 16 

Investment Property 

GRAP 17 

Property, Plant and Equipment (PPE) 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 100 

Non-Current Assets Held for Sale and Discontinued Operations 

GRAP 101 

Agricultural 

GRAP 102 

Intangible assets 

IPSAS 20 

Related Party Disclosure 

IFRS 3 (AC 140) 

Business Combinations 

IFRS 4 (AC141) 

Insurance Contracts 

IFRS 6 (AC 143) 

Exploration for and Evaluation of Mineral Resources 

IFRS 7 (AC 144) 

Financial Instruments: Disclosure 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


IAS 12 (AC102) 

Income Taxes 

IAS 19 (AC116) 

Employee Benefits 

IAS 32 (AC 125) 

Financial Instruments: Presentation 

IAS 39 (AC 133) 

Recognition and Measurement 

SIC -21 (AC421 ) 

Income Taxes - Recovery of Revaluated Non-Depreciable Assets 

SIC - 25 (AC425) 

Income Taxes - Changes in the Tax Status on an Entity or its 
Shareholders 

SIC - 29 (AC429) 

Service Concessions Arrangements - Disclosures 

IFRIC 2 (AC435) 

Members’ Shares in Co-operative Entities and Similar Instruments 

IFRIC 4 (AC437) 

Determining whether an Arrangement contains a Lease 

IFRIC 9 (AC442) 

Reassessment of Embedded Derivatives 

IFRIC 12 (AC445) 

Service Concession Arrangements 

IFRIC 13 (AC446) 

Customer Loyalty Programmes 

IFRIC 14 (AC447) 
IASI 9 

The Limit on a Defined Benefit Asset, Minimum Funding Requirements 
and their Interaction 

IFRIC 15 (AC448) 

Agreements for the Construction of Real Estate 

IFRIC 16 (AC449) 

Hedges in a Net Investment in a Foreign Operation 


Accounting policies for material transactions, events or conditions not covered by the above 
GRAP have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is 
permitted or required by a Standard of GRAP. 


1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual 
values. No financial values are given in an abbreviated display format. No foreign exchange 
transactions are included in the statements. 


1.3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 


1.4. COMPARATIVE INFORMATION 

No comparative information is disclosed, since the Agency was only registered as a 
company on 8 July 2009. 

When the presentation or classification of items in the annual financial statements is 
amended, prior period comparative amounts are restated, unless a standard of GRAP does 
not require the restatements of comparative information. The nature and reason for the 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


reclassification is disclosed. Where material accounting errors have been identified in the 
current year, the correction is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change in accounting policy 
in the current year, the adjustment is made retrospectively as far as is practicable, and the 
prior year comparatives are restated accordingly. 


1.5. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT 
NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been 
early adopted by the Agency: 


GRAP 18 

Segment Reporting 

GRAP 21 

Impairment of non-cash-generating assets 

GRAP 23 

Revenue from Non-Exchange Transactions (Taxes and Transfers) 

GRAP 24 

Presentation of Budget Information in Financial Statements 

GRAP 25 

Employee Benefits 

GRAP 26 

Impairment of cash-generating assets 

GRAP 103 

Heritage Assets 

GRAP 104 

Financial Instruments 


These standards, amendments and interpretations will not have a significant impact on the 
Agency once implemented. 


1.6. FINANCIAL INSTRUMENTS 

Financial instruments recognised on the Statement of financial position include trade and 
other receivables, cash and cash equivalents, annuity loans and trade and other payables. 

1.6.1 Initial Recognition 

Financial instruments are initially recognised when the Agency becomes a party to the 
contractual provisions of the instrument at fair value plus, in the case of a financial asset 
or financial liability not at fair value through profit or loss, transaction costs that are 
directly attributable to the acquisition or issue of the financial asset or financial liability 

1.6.2 Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial assets at fair 
value through profit or loss, held-to-maturity, loans and receivables, or available for sale. 
Financial Liabilities are categorised as either at fair value through profit or loss or 
financial liabilities carried at amortised cost ("other”). The subsequent measurement of 
financial assets and liabilities depends on this categorisation and, in the absence of an 
approved GRAP Standard on Financial Instruments, is in accordance with IAS 39. 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


1.6. 2. 2 Trade and Other Receivables 


Trade and other receivables are classified as loans and receivables, and are 
subsequently measured amortised cost using the effective interest rate method. 

For amounts due from debtors carried at amortised cost, the Agency first assesses 
whether objective evidence of impairment exists individually for financial assets that are 
individually significant, or collectively for financial assets that are not individually 
significant. Objective evidence of impairment includes significant financial difficulties of 
the debtor, probability that the debtor will enter bankruptcy or financial reorganisation and 
default or delinquency in payments (more than 90 days overdue). If the Agency 
determines that no objective evidence of impairment exists for an individually assessed 
financial asset, whether significant or not, it includes the asset in a group of financial 
assets with similar credit risk characteristics and collectively assesses them for 
impairment. Assets that are individually assessed for impairment and for which an 
impairment loss is, or continues to be, recognised are not included in a collective 
assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount of 
the loss is measured as the difference between the asset’s carrying amount and the 
present value of estimated future cash flows (excluding future expected credit losses that 
have not yet been incurred). The carrying amount of the asset is reduced through the use 
of an allowance account and the amount of the loss is recognised in the Statement of 
Financial Performance. Interest income continues to be accrued on the reduced carrying 
amount based on the original effective interest rate of the asset. Loans together with the 
associated allowance are written off when there is no realistic prospect of future recovery 
and all collateral has been realised or has been transferred to the Agency. If, in a 
subsequent year, the amount of the estimated impairment loss increases or decreases 
because of an event occurring after the impairment was recognised, the previously 
recognised impairment loss is increased or reduced by adjusting the allowance account. 
If a future write-off is later recovered, the recovery is recognised in the Statement of 
financial performance. 

The present value of the estimated future cash flows is discounted at the financial asset’s 
original effective interest rate, if material. If a loan has a variable interest rate, the 
discount rate for measuring any impairment loss is the current effective interest rate. 

1. 6.2.3 Trade Payables and Borrowings 


Financial liabilities consist of trade payables and borrowings. They are categorised as 
financial liabilities held at amortised cost, are initially recognised at fair value and 
subsequently measured at amortised cost using an effective interest rate, which is the 
initial carrying amount, less repayments, plus interest. 

1.6. 2. 4 Cash and Cash Equivalents 

Cash includes cash on hand (including petty cash) and cash with banks. Cash 
equivalents are short-term highly liquid investments, readily convertible into known 
amounts of cash that are held with registered banking institutions with maturities of three 
months or less and are subject to an insignificant risk of change in value. For the 
purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
highly liquid deposits and net of bank overdrafts. The Agency categorises cash and cash 
equivalents as financial assets: loans and receivables. 


Page 13 




UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts are 
categorised as financial liabilities: other financial liabilities carried at amortised cost. 

1.6.3 De-recognition of Financial Instruments 

1.6. 3.1 Financial Assets 


A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the Agency has transferred its rights to receive cash flows from the asset or has 
assumed an obligation to pay the received cash flows in full without material delay to 
a third party under a ‘pass-through’ arrangement; and either (a) the Agency has 
transferred substantially all the risks and rewards of the asset, or (b) the Agency has 
neither transferred nor retained substantially all the risks and rewards of the asset, 
but has transferred control of the asset. 

When the Agency has transferred its rights to receive cash flows from an asset or has 
entered into a pass-through arrangement, and has neither transferred nor retained 
substantially all the risks and rewards of the asset nor transferred control of the asset, a 
new asset is recognised to the extent of the Agency’s continuing involvement in the 
asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset is 
measured at the lower of the original carrying amount of the asset and the maximum 
amount of consideration that the Agency could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, the extent of 
the Agency’s continuing involvement is the amount of the transferred asset that the 
Agency may repurchase, except that in the case of a written put option (including a cash 
settled option or similar provision) on an asset measured at fair value, the extent of the 
Agency’s continuing involvement is limited to the lower of the fair value of the transferred 
asset and the option exercise price. 

1.6. 3. 2 Financial Liabilities 


A financial liability is derecognised when the obligation under the liability is discharged or 
cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially modified, 
such an exchange or modification is treated as a de-recognition of the original liability and 
the recognition of a new liability, and the difference in the respective carrying amounts is 
recognised in the Statement of Financial Performance. 

1.6.4 Offsetting of Financial Instruments 

Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of Financial Position if, and only if, there is a currently enforceable legal right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously. 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


1.7. BORROWING COSTS 

Borrowing costs directly attributable to the acquisition, construction or production of 
qualifying assets are capitalised to the cost of that asset unless it is inappropriate to do so. 
The Agency ceases the capitalisation of borrowing costs when substantially all the activities 
to prepare the asset for its intended use or sale are complete. It is considered inappropriate 
to capitalise borrowing costs where the link between the funds borrowed and the capital 
asset acquired cannot be adequately established. Borrowing costs incurred other than on 
qualifying assets are recognised as an expense in the Statement of Financial Performance 
when incurred. 


1.8. IMPAIRMENT OF NON-FINANCIAL ASSETS 

The Agency assesses at each reporting date whether there is an indication that an asset 
may be impaired. If any indication exists, or when annual impairment testing for an asset is 
required, the Agency estimates the asset’s recoverable amount. An asset’s recoverable 
amount is the higher of an asset’s or cash-generating unit’s (CGU) fair value less costs to 
sell and its value in use and is determined for an individual asset, unless the asset does not 
generate cash inflows that are largely independent of those from other assets or groups of 
assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the 
asset is considered impaired and is written down to its recoverable amount. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a 
pre-tax discount rate that reflects current market assessments of the time value of money 
and the risks specific to the asset. In determining fair value less costs to sell, an appropriate 
valuation model is used. Impairment losses are recognised in the Statement of Financial 
Performance in those expense categories consistent with the function of the impaired asset. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If 
such indication exists, the Agency estimates the asset’s or cash-generating unit’s 
recoverable amount. A previously recognised impairment loss is reversed only if there has 
been a change in the assumptions used to determine the asset’s recoverable amount since 
the last impairment loss was recognised. The reversal is limited so that the carrying amount 
of the asset does not exceed its recoverable amount, nor exceed the carrying amount that 
would have been determined, net of depreciation, had no impairment loss been recognised 
for the asset in prior years. Such reversal is recognised in the Statement of financial 
performance. 


1.9. PROPERTY, PLANT AND EQUIPMENT 
1.9.1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure 
assets) that are held for use in the production or supply of goods or services, rental to 
others, or for administrative purposes, and are expected to be used during more than one 
year. Items of property, plant and equipment are initially recognised as assets on 
acquisition date and are initially recorded at cost. The cost of an item of property, plant 
and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended 
by the Agency. Trade discounts and rebates are deducted in arriving at the cost. The 
cost also includes the necessary costs of dismantling and removing the asset and 
restoring the site on which it is located. 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. 

Where an asset is acquired by the Agency for no or nominal consideration (i.e. a non- 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on 
the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non- 
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the assets acquired is initially measured at fair value (the cost). It the acquired 
item’s fair value was not determinable, it’s deemed cost is the carrying amount of the 
asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when 
the Agency expects to use them during more than one period. Similarly, if the major 
spare parts and servicing equipment can be used only in connection with an item of 
property, plant and equipment, they are accounted for as property, plant and equipment. 

1.9.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at 
cost less accumulated depreciation and impairment losses. Land is not depreciated as it 
is deemed to have an indefinite useful life. 

Where the Agency replaces parts of an asset, it derecognises the part of the asset being 
replaced and capitalises the new component. Subsequent expenditure incurred on an 
asset is capitalised when it increases the capacity or future economic benefits associated 
with the asset. 

1.9.3 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, i.e. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. The annual depreciation rates are based on the 
following estimated useful lives: 


Office equipment 


Years 

5 


Property, plant and equipment are reviewed at each reporting date for any indication of 
impairment. If any such indication exists, the asset’s recoverable amount is estimated. 
The impairment charged to the Statement of Financial Performance is the excess of the 
carrying value over the recoverable amount. 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


An impairment is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an impairment is recognised in the Statement of Financial 
Performance. 

1.9.4 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an item of property, 
plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 


1.10. CONTRIBUTIONS FROM OWNERS 

Ordinary shares are classified as Contributions from owners. Mandatorily redeemable 
preference shares are classified as liabilities. 

If the Agency reacquires its own equity instruments, the consideration paid, including any 
directly attributable incremental costs (net of income taxes) on those instruments are 
deducted from equity until the shares are cancelled or reissued. No gain or loss is 
recognised in surplus/deficit on the purchase, sale, issue or cancellation of the Agency’s 
own equity instruments. Consideration paid or received shall be recognised directly in 
equity. 


1.11. PROVISIONS 

Provisions are recognised when the Agency has a present legal or constructive obligation 
as a result of past events, it is possible that an outflow of resource embodying economic 
benefits will be required to settle the obligation and a reliable estimate of the provision can 
be made. Provisions are reviewed at reporting date and adjusted to reflect the current best 
estimate. Where the effect is material, non-current provisions are discounted to their 
present value using a discount rate that reflects the market’s current assessment of the 
time value of money, adjusted for risks specific to the liability. 

The Agency does not recognise a contingent liability or contingent asset. A contingent 
liability is disclosed unless the possibility of an outflow of resources embodying economic 
benefits is remote. A contingent asset is disclosed where an inflow of economic benefits is 
possible. 

Future events that may affect the amount required to settle an obligation are reflected in 
the amount of a provision where there is sufficient objective evidence that they will occur. 
Gains from the expected disposal of assets are not taken into account in measuring a 
provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 

(a) The Agency has a detailed formal plan for the restructuring identifying at least: 

• the business or part of a business concerned; 
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UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


• the principal locations affected; 

• the location, function and approximate number of employees who will be 
compensated for terminating their services; 

• the expenditures that will be undertaken; and 

• when the plan will be implemented. 

(b) The Agency has raised a valid expectation in those affected that it will carry out the 
restructuring by starting to implement that plan or announcing its main features to those 
affected by it. 

The amount recognised as a provision shall be the best estimate of the expenditure required 
to settle the present obligation at the reporting date. 

Provisions shall be reviewed at each reporting date and adjusted to reflect the current best 
estimate. If it is no longer probable that an outflow of resources embodying economic 
benefits or service potential will be required to settle the obligation, the provision shall be 
reversed. 


1.12 TAXATION 

Current tax assets and liabilities 

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If 
the amount already paid in respect of current and prior periods exceeds the amount due for 
those periods, the excess is recognised as an asset. 

Current tax liabilities/(assets) for the current and prior periods are measured at the amount 
expected to be paid to/(recovered from) the tax authorities, using the tax rates and tax laws 
that have been enacted or substantively enacted by the reporting date. 

Deferred tax assets and liabilities 

Deferred tax liability is recognised for all taxable temporary differences, except to the extent 
that the deferred tax liability arises from the initial recognition of an asset or liability in a 
transaction which at the time of the transaction, affects neither accounting profit nor taxable 
profit (tax loss). 

A deferred tax asset is recognised for all deductible temporary differences to the extent that 
it is probable that taxable profit will be available against which the deductible temporary 
difference can be utilised. A deferred tax asset is not recognised when it arises from the 
initial recognition of an asset or liability in a transaction at the time of the transaction, affects 
neither accounting profit nor taxable profit (tax loss). 

A deferred tax asset is recognised for the carry forward of unused tax losses and unused 
STC credits to the extent that it is probable that future taxable profit will be available against 
which the unused tax losses and unused STC credits can be utilised. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to 
the period when the asset is realised or the liability is settled, based on tax rates (and tax 
laws) that have been enacted or substantively enacted by the reporting date. 

Tax expenses 
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Current and deferred taxes are recognised as income or an expense and included in 
surplus/deficit for the period. 

Current tax and deferred taxes are charged or credited directly to equity if the tax relates to 
items that are credited or charged, in the same or a different period, directly to equity. 


1.13. GOVERNMENT GRANTS 

Government grants are recognised at fair value where there is reasonable assurance that 
the grant will be received and all attached conditions will be complied with. Government 
grants are recorded as deferred income when they become receivable and are then 
recognised as income on a systematic basis over the periods necessary to match the grants 
with the related costs which they are intended to compensate. When the grant relates to an 
asset, the fair value is credited to a deferred income account and is released to the 
Statement of financial performance over the expected useful life of the relevant asset in 
equal annual instalments. 


1.14. REVENUE 

Revenue shall be measured at the fair value of the consideration received or receivable. 
The amount of revenue arising on a transaction is usually determined by agreement 
between the entity and the purchaser or user of the asset or service. It is measured at the 
fair value of the consideration received or receivable taking into account the amount of any 
trade discounts and volume rebates allowed by the entity. Revenue from the sale of goods 
is recognised when substantially all the risks and rewards in those goods are passed to the 
consumer. 

In most cases, the consideration is in the form of cash or cash equivalents and the amount 
of revenue is the amount of cash or cash equivalents received or receivable. However, when 
the inflow of cash or cash equivalents is deferred, the fair value of the consideration may be 
less than the nominal amount of cash received or receivable. When the arrangement 
effectively constitutes a financing transaction, the fair value of the consideration is 
determined by discounting all future receipts using an imputed rate of interest. The imputed 
rate of interest is the more clearly determinable of either: 

• The prevailing rate for a similar instrument of an issuer with a similar credit rating; or 

• A rate of interest that discounts the nominal amount of the instrument to the current 
cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the consideration is 
recognised as interest revenue. 

When goods or services are exchanged or swapped for goods or services which are of a 
similar nature and value, the exchange is not regarded as a transaction that generates 
revenue. When goods are sold or services are rendered in exchange for dissimilar goods or 
services, the exchange is regarded as a transaction that generates revenue. The revenue is 
measured at the fair value of the goods or services received, adjusted by the amount of any 
cash or cash equivalents transferred. When the fair value of the goods or services received 
cannot be measured reliably, the revenue is measured at the fair value of the goods or 
services given up, adjusted by the amount of any cash or cash equivalents transferred. 

Interest revenue is recognised using the effective interest rate method. 
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Revenue from the rental of facilities and equipment is recognised on a straight-line basis 
over the term of the lease agreement. 

Dividends are recognised on the date that the Agency becomes entitled to receive the 
dividend. 


1.15. RELATED PARTIES 

Individuals as well as their close family members, and/or entities are related parties if one 
party has the ability, directly or indirectly, to control or jointly control the other party or 
exercise significant influence over the other party in making financial and/or operating 
decisions. 


1.16. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not 
in terms of the conditions of an allocation received from another sphere of government, 
Agency or organ of state and expenditure in a form of a grant that is not permitted in terms of 
the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is 
accounted for as an expense in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 


1.17. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management 
Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 200), the Public Office 
Bearers Act, and (Act. No. 20 of 1998) or is in contravention of the Agency’s Supply Chain 
Management Policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 


1.18. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 


1.19. CONTINGENT LIABILITIES 

All known contingent liabilities are reflected in the financial statements. 
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1.20. AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on 
the relevance of any such amendment to the format and presentation of the financial 
statements. The principal amendments to matters disclosed in the current financial 
statements include fundamental errors, and the treatment of assets financed by external 
grants. 


2. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In preparing the annual financial statements, management is required to make estimates 
and assumptions that affect the amounts represented in the annual financial statements and 
related disclosures. Use of available information and the application of judgement is 
inherent in the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the annual financial statements. Significant judgements 
include: 

Taxation 

Judgement is required in determining the provision for income taxes due to the complexity of 
legislation. There are many transactions and calculations for which the ultimate tax 
determination is uncertain during the ordinary course of business. The Agency recognises 
liabilities for anticipated tax audit issues based on estimates of whether additional taxes will 
be due. Where the final tax outcome of these matters is different from the amounts that 
were initially recorded, such differences will impact the income tax and deferred tax 
provisions in the period in which such determination is made. 

The Agency recognises the net future tax benefit related to deferred income tax assets to the 
extent that it is probable that the deductible temporary differences will reverse in the 
foreseeable future. Assessing the recoverability of deferred income tax assets requires the 
Agency to make significant estimates related to expectations of future taxable income. 
Estimates of future taxable income are based on forecast cash flows from operations and 
the application of existing tax laws in each jurisdiction. To the extent that future cash flows 
and taxable income differ significantly from estimates, the ability of the Agency to realise the 
net deferred tax assets recorded at the reporting date could be impacted. 

Property, plant and equipment 

The useful lives of assets are based on management’s estimation. Management considers 
the impact of technology, availability of capital funding, service requirements and required 
return on assets to determine the optimum useful life expectation, where appropriate. The 
estimation of residual values of assets is also based on management’s judgement whether 
the assets will be sold or used to the end of their useful lives, and in what condition they will 
be at that time. 

Provisions and contingent liabilities 

Management judgement is required when recognising and measuring provisions and when 
measuring contingent liabilities. Provisions are discounted where the effect of discounting is 
material using actuarial valuations. 
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3 Financial risk management 

3.1 Market Risk 

The Agency’s overall risk management programme focuses on the unpredictability of financial markets and 
seeks to minimise potential adverse effects on the Agency’s financial performance. The following risks 
could have a potential impact on the Agency: 

Foreign currency risk 

The Agency does not engage in foreign currency transactions. 

Price risk 

The Agency is not exposed to equity securities price risk. 

Interest rate risk 

The Agency is not exposed to any interest rate risks. 

Credit risk 

The Agency is not currently exposed to any credit risk, since business has not commenced at reporting 
date. 

Liquidity risk 

Prudent liquidity risk management implies maintaining sufficient cash and loans, the availability of funding 
through an adequate amount of committed credit facilities and the ability to close out market positions. Due 
to the dynamic nature of the underlying businesses, Agency treasury maintains flexibility in funding by 
maintaining availability under committed credit lines. 

The Agency’s risk to liquidity is a result of the funds available to cover future commitments. The Agency 
manages liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

3.2 Capital risk management 

Capital is managed on a consolidated basis which groups the Agency and the holding entity. Additional 
capital is available in the form of shareholders loans should circumstances require it or business 
opportunities arise. Within the Economic Entity, Joe Gqabi District Municipality has the responsibility to 
manage capital in order for the group to maintain the optimal capital structure. 

For the purposes of capital risk management, the following are regarded capital of the entity: 


Contribution from owners 


2010 

R 

1 214 571 
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4 Property, plant and equipment 

2010 

Balance at beginning of year 
Cost 

Accumulated depreciation 

Additions 

Depreciation 

Balance at end of year 

Cost 

Accumulated depreciation 


Office 

Equipment Total 


- 

- 

6 139 

6 139 

(102) 

(102) 

6 037 

6 037 

6 139 

6 139 

(102) 

(102) 


There were non of the following at year-end: 

- fully depreciated assets still in use; 

- assets held for disposal; 

- assets pledged as security; or 

- assets subject to impairment. 


5 Deferred tax asset 


No deferred tax asset was created for the assessed tax loss, since 
it is still unclear whether there will be taxable income in the future. 


2010 

R 

6 Contributions from owners 
Authorised 

1000 Ordinary shares with a nominal value R1 each 1 000 


Issued 

100 Ordinary shares with a nominal value of R1 each 
Additional contribution from owners 


1 214 571 


100 
1 214 471 


7 General expenses 

Pre-establishment costs 


1 208 433 
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2010 

R 

8 Cash generated from (used in) operations 

Suplus/(Deficit) before taxation (1 208 535) 

Adjustments for: 

Depreciation 102 


(1 208 433) 


9 Budget Comparison 

No budget was prepared for the 2009/2010 financial year as the 
Agency was still in the pre-establishment phase. 


10 Unauthorised, irregular, fruitless and wasteful expenditure 
disallowed 

10.1 Unauthorised expenditure 

No unauthorised expenditure was incurred in the current year. 

10.2 Fruitless and wasteful expenditure 

No fuitless and wastefull expenditure was incurred in the 
current year. 

10.3 Irregular expenditure 

No irregular expenditure was incurred in the current year. 


11 Additional disclosure in terms of Municipal Finance 

Management Act (MFMA) 

No monies were paid with regards to entities as precribed in 
section 1 25(1 )(b) and section 1 25(1 )(c) of the MFMA. 

12 Events after reporting date 

The Agency has no events after reporting date for the financial year 
ended 30 June 2010. 

13 Contingent liabilities 

The Agency has no contingent liabilities for the financial year ended 
30 June 2010. 

1 1 Related parties 

There were no related parties transactions in the current year. 
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THIS ANNEXURE DOES NOT FORM PART OF THE FINANCIAL STATEMENTS AND WAS NOT 
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Tax calculation 1 






UKHAHLAMBA DEVELOPMENT AGENCY (PTY) LTD 
(REG NO: 2009/013144/07) 

INCOME TAX 2010 

(REF NR XXXX/XXX/XX/X) 


R 

Profit/(deficit) as per statement of financial performance (1 208 535) 

Carried over to 201 1 1 208 535 


Taxation thereon @ 28c in the Rand 

Tax liability 

Normal tax 

Per calculation 

1st provisional payment 

2nd provisional payment 

Amount owing/(prepaid) at the end of year 
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